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D-German Microfinance Institute


The information in this document reflects the situation when it was written in 2005. 
Please bear in mind that some contact information may since have changed.
german microfinance institute (dmi)

The Deutsches Mikrofinanz Institut (DMI) is the direct result of the experience of a number of EQUAL Development Partnerships and particularly of the National Working Group they set up on “finance for start-ups”. The DMI aims to build on existing projects in order to develop national solutions to what is generally considered to an important financial gap at the lower end of the financial market for start-ups in Germany.

In 2003, unemployed people accounted for approximately 250,000 start-ups in Germany, slightly more than half business start-ups in the entire country. A state supported bank, the KfW SME Bank provides them with a range of small loans of under 50,000 euros and other financial products guaranteed by the European Investment Fund. However, these are only available through recognised “house” banks, and despite a special programme of micro loans a high proportion fall within the upper range of 25-50,000 euros.

Based on their own experience and an analysis of the situation in other European countries, EQUAL DPs argued that there was still an unmet need for smaller, more gradual financial instruments closely linked to specially adapted business support. This is the reason that 22  microfinance initiatives have sprung up in Germany over the last few years (two public KfW micro-loan programmes; some loan schemes run by regional ministries or state banks, community business support services, a social security office and five microlending initiatives of self employment services (start-up centres) with the financial and technical support of Deutsche Bank-Stiftung (Stiftung = Foundation) and GLS Gemeinschaftsbank eG). However, many of these initiatives are extremely small (less than a 100 loans p.a) and have great difficulty in achieving sustainability. The DMI was set up in order to respond to this challenge.

The first stage of the process involved benchmarking studies of microlending initiatives in both Germany and other European countries, the creation of several local microlending schemes and the creation of working group and network. The members of the network also analysed the legal and institutional changes required to create a “friendly environment for self employment”.

The development of a common model. On the basis of this information and the experience of some of the members the network went on to develop a common model for microcredit under the current German Credit Services Act.  This involves a partnership between a start-up centre providing training, coaching, mentoring, monitoring and control combined with a microcredit facility (credit board for approval of loans, collateral, staff for supervision of repayments and debt collection)  and a bank. 

The launch of DMI. The DMI was formally created as a registered association in April 2004.  It now consist of more than 50 organisations from all German regions  (Oktober 2004):  5 EQUAL DPs (EXZEPT (DE-EA-54090), Women Way of Entrepreneurship (DE-EA-96982), Enterprise (DE-XB4-76051-20-BE/206), MaGNet (DE-EA-66029) and Gründerbegleitnetzwerk Brandenburg (DE-EA-26261)), 36  self employment services / start-up initiatives and incubators with microlending experience, 2  financial institutions GLS Gemeinschaftsbank eG (ethical-ecological cooperative bank) and GLS Beteiligungsaktiengesellschaft (investment company), scientists, consultancies, certain public bodies and organisations representing women and ethnic minority entrepreneurs

At its initial general meeting, DMI was supported by the federal public SME bank KfW, the Federal Ministry for Economies and Employment and the Federal Employment Services although they are unable to become members. .
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A federal fund. The model involved the creation of a federal fund – the GLS Mikrofinanz Fonds. Local Initiatives – which are accredited and recommended by DMI - tap into this fund by adopting the common local funding model mentioned above, thereby increasing their economies of scale.  The aim is to support at least 5 local initiatives and make 500 loans of under 15,000 euros in two years. Further initiatives could get involved by piggy backing on accredited microlenders. If the initiative is successful it will be expanded. The GLS Mikrofinanz Fonds works under the auspices of Christine Scheel, chairwoman of the finance committee of the German Bundestag (Bundestag = Parliament)

 .
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The Institute is developing methodology, benchmarking, training and accredition of local microlending initiatives in Germany. It publishes the bi-monthly “Microlending-News” and holds a series of promotional events
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FAST FACTS

Organisation responsible:. Deutsches Mikrofinanz Institut e.V.

Main outputs/results so far: set-up of a national structure for Microlenders (Deutsches Mikrofinanz Institut e.V.) with very active committees for methodology / benchmarking, accreditation of microlenders and mainstreaming supported by national and international experts; set-up of a microlending fund with risk-covering capital for microlenders (GLS Mikrofinanz Fonds), Transfer and Transformation of international successful microlending methodologies and models by www.microlending-news.de Website, bi-monthly email newsletter and workshops / public events.

Key words: National Microlender Network (Deutsches Mikrofinanz Institut e.V.), Nationalwide Microlending Fund (GLS Mikrofinanz Fonds), Microlending Experts, Self Employment Support, Access to Finance, Microlending Methodology, Microlending Benchmarking, Training for Microlenders, Accreditation of Microlenders for Funding

Contact:  Brigitte Maas (Tel. +49 (0)30 6944788); Falk Zientz (Tel. (0)234 5797-162)

Oskar-Hoffmann-Straße 25, D-44789 Bochum                                                             

Website: www.microlending-news.de; www.dmi-news.de
Email: Brigitte.maas@t-online.de; zientz@microlending-news.de
Policy brief: Financial ladders out of social exclusion; EQUAL support micro-finance

See also the following DPs:

· EXZEPT 

DP ID: DE-EA-54090

Contact: Bernd Curtius, berndcurtius@exzept.de
· Women Way of Entrepreneurship  

DP ID: DE-EA-96982
Contact: Birgit Frese, b.frese@solingen.de
· Enterprise plus

DP ID: DE-XB4-76051-20-BE/206

Contact: Maria Kiczka-Halit, info@enterbusiness-berlin.de
· MaGNet (Stadt Mainz)
DP ID: DE-EA-66029

Contact: Melanie Mohr, melanie.mohr@stadt.mainz.de
· Gründerbegleitnetzwerk Brandenburg in wirtschaftlich differenzierten Regionen
DP ID: DE-EA-26261
Contact: Karin Kühl, CIT-Guben@t-online.de
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5.   The GLS Mikrofinanz Fonds has to bear probable credit losses and receives a provision to cover them

		DMI proves and accredits interested business support services / potential microlenders



2.   Cooperation Contract: 

		Accredited initiative applies for a loan loss reserve fund - f.e. 100.000 Euro - to award credits within one year

		After sucessful auditing and approval accredited Initiative, DMI, GLS Mikrofinanz Fonds and bank agree a cooperation contract 

		GLS Mikrofinanz Fonds covers all loan losses within the agreed amount

		Microlender provides business support during loan duration



3.    The microlending initiative decides about loan‘s for to their entrepreneurs and send letter of credit recommendation to the corresponding bank

4.   The bank signs a standardized credit contract with the entrepreneur

Process
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